Revenues and Earnings 

(Unaudited) 


Three Months Ended September 30 

1978 


1977 

Net sales and revenues. 

$ 41 , 731,000 

$37,342,782 

Income before taxes on income. 

Provision for taxes on income. 

$ 2 , 222,062 
1 , 020,000 

$ 

1,703,055 
790,000 

Net income. 

$ 1 , 202,062 

$ 

913,055 

Net income per average common share and share equivalent .... 
Average common shares and share equivalents. 

$ .30 

4 , 021,684 

$ 

.23 

4,018,328 


Condensed Consolidated Balance Sheets 

(Unaudited) 

September 30, 1978 and 1977 



Assets 

1978 

1977 

Current assets .... 

. $ 48 , 388,148 

$45,294,763 

Property, plant and 
equipment, net .. 

30 , 523,974 

29,018,934 

Other assets. 

9 , 789,039 

9,783,069 


$ 88 , 701,161 

$84,096,766 


Liabilities and 

Stockholders' Equity 


1978 

1977 

Current liabilities ... 

$ 22 , 808,633 

$23,332,513 

Other liabilities .... 

35 , 370,684 

33,176,829 

Total liabilities. 

$ 58 , 179,317 

$56,509,342 

Stockholders’ equity 

30 , 521,844 

27,587,424 


$ 88 , 701,161 

$84,096,766 


Banner Industries, Inc. 

Corporate Offices 
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Enclosed for stockholders of 
record November 1, 1978 is an 
increased semi-annual dividend 
of six cents per share, payable 
December 1,1978. The dividend 
compares with semi-annual 
dividends of five cents per share 
last year and represents the 
sixth dividend increase in as 
many years. 


To Our Stockholders 

The first quarter ended 
September 30 was an outstand¬ 
ing period for Banner Industries. 
Earnings established a first 
quarter record, up 32 per cent 
over those of the like period 
last year when the previous 
record was established. 

Net income for the period 
totaled $1,202,062, equal to 
30 cents per share, on revenues 
of $41,731,072. In the like 
period last year, we earned 
$913,055, or 23 cents per share, 
on revenues of $37,342,782. 

All Groups Contribute 

All three operating groups — 
Aviation Aftermarket, Products 
for Industry and Motor Freight— 
contributed to the earnings 
gains. The increases of the 
Aviation Aftermarket and Motor 
Freight Groups were especially 
strong, significant because 
both had generally good first 
quarter earnings performances 
in the first quarter last year. 

Earnings of Commercial 
Lovelace Motor Freight, Inc., 
which increased at a consider¬ 
ably greater rate than revenues, 
are significant because they 
suggest that we now are effect¬ 
ing the operating efficiencies 
expected of the January, 1977 
merger of Lovelace with 
Commercial. 

Adverse weather in the 
December through March 
period last year restricted 
severely the earnings contribu¬ 
tion of Commercial Lovelace 
in fiscal 1978, and as previously 
reported, slower than antici¬ 
pated realization of efficiencies 
expected of the merger also 
had an adverse impact. Com¬ 
mercial Lovelace’s improved 
performance is regarded as 
important in terms of the outlook 
for the year, and we expect 
further improvement. 

Additionally, we have taken 
action to lessen the impact 
of inclement weather. Detailed 
contingency plans have been 
developed to protect personnel, 
equipment and freight, and 
we have retained a leading 
private weather forecasting 
service to provide us with 
detailed data on weather and 
road conditions. In short, we 


expect to be far better prepared 
to deal with weather and to 
be able to shelter vehicles and 
cargoes more expeditiously. 

Performance of our Aviation 
Aftermarket Group continues 
outstanding, benefitting from the 
high level of air travel. Sales 
of retreaded tires by Thompson 
Aircraft Tire Corporation 
continue at excellent levels as 
do sale of replacement aircraft 
parts. A major factor in the 
strong performance of the 
Group was the build-up more 
than a year ago of Burbank 
Aircraft Supply, Inc. inventories 
in anticipation of the surge in 
demand. The result is that 
Burbank's sales in fiscal 1978 
were up 33 percent over those 
of 1977, and sales for the 
first quarter this year rose 44 
per cent over those of the 
comparable three months in 
fiscal 1978. Excluding Commer¬ 
cial Lovelace, Burbank was 
the largest single contributor of 
earnings of all the Company’s 
operating units. 

The Products for Industry 
Group, too, is headed for a 
good year. Order backlog as of 
September 30 amounted to 
$17,400,000, a record, and 
order input continues strong. 
The coal reclamation program 
is progressing favorably. 

Coal Program 

We have begun operation of 
a beneficiation, or washing, 
plant purchased in October. 

The facility, located in eastern 
Kentucky, represents a signifi¬ 
cant expansion of the program. 
Included in the purchase are 
rights to substantial reserves of 
coal gob and rights to a rail¬ 
way siding serviced by the 
Chessie System. Plans call for 
the erection of a coal tipple 
and the eventual establishment 
of a restructuring facility nearby. 

A restructuring plant to 
transform waste coal into indus¬ 
trial coal is beginning operation 
at Bruceville, Indiana, not too 
distant from an existing 
benefication plant, and another 
restructuring plant for the 
production of fireplace logs will 
be operational at Vincennes, 
Indiana, early in calendar 1979. 


Additionally, we have just 
acquired another beneficiation 
plant along with the rights 
to substantial quantities of gob 
and fines in the same south¬ 
western Indiana area, and 
expect to acquire rights to sub- 
tantial coal fines at other sites. 

We now have three bene¬ 
ficiation and two restructuring 
plants in operation or in the 
final stages of completion. 
Despite costs associated with 
start-ups, coal operations 
during the first quarter were 
near the break-even level, and 
we expect them to begin 
producing profits most probably 
in the latter part of the fiscal 
year. On a long-term basis, we 
anticipate that coal operations 
will become an important 
contributor to earnings. 

Financial Data 

The company’s financial 
position is excellent. Working 
capital as of September 30 
amounted to a record 
$25,579,000. Current assets of 
$48,388,000 were 2.1 times 
current liabilities and our quick 
ratio — cash and receivables 
to current liabilities — was one 
to one. In the months since 
June 30, short-term bank 
borrowings have been reduced 
by about $5,500,000 to just 
a little over $300,000. In short, 
we are highly liquid and have 
ample lines of credit to pursue 
our objectives, including the 
expansion of the coal recla¬ 
mation program. 



Chairman and Chief Executive 
Officer 

December 1, 1978 




